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Abstract

U.S. agricultural trade with Canada and Mexico has nearly doubled since the implemen-
tation of the North American Free Trade Agreement (NAFTA). While only a portion of
this overall increase can be attributed solely to the agreement, NAFTA has allowed
competitive market forces to play a more dominant role in determining agricultural trade
flows among the three countries. By dismantling numerous trade barriers, the agreement
has contributed to an expansion in U.S. agricultural exports and increased the domestic
availability of various farm and food products. In addition, NAFTA has established rules
and institutions that mitigate potential trade frictions and promote foreign direct invest-
ment. Conversely, many of the initial trepidations that were voiced concerning declining
agricultural employment and environmental degradation have not materialized. Thus,
NAFTA should be judged not just in the context of the trade gains associated with the
agreement’s agricultural provisions, but also in terms of the benefits derived from
“locking in” key trade, investment, and institutional reformsin an increasingly integrated
North American market.
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FOREWORD

This document is the third in a series of reports about the North American Free
Trade Agreement (NAFTA) and itsimpact on U.S. agriculture and the rural
economy. The report is prepared in accordance with the North American Free
Trade Agreement Implementation Act, which requires the Secretary of Agriculture
to submit a biennial report on this subject to the U.S. Congress, starting in 1997
and ending in 2011. This edition of the report reflects the research team’s under-
standing of economic and policy developments through early 2001.

Since NAFTA's implementation, U.S. agricultural trade with its partnersin the
agreement has increased in both size and relative importance. Between 1993 and
2000, U.S. agricultural exports to Canada and Mexico expanded by 59 percent,
while corresponding exports to the rest of the world grew only 10 percent.
Similarly, U.S. agricultural imports from Canada and Mexico increased 86 percent
between 1993 and 2000, compared with 42 percent for U.S. agricultural imports
from the rest of the world.

NAFTA is one of many factors contributing to the economic integration of the
agreement’s member countries. Other factors that are particularly important with
respect to agriculture are unusua weather conditions, population growth, and
changes in exchange rates and macroeconomic performance. With thisin mind, the
report provides a careful assessment of NAFTA's impact in the context of other
events and economic forces.

This report was prepared by an Economic Research Service (ERS) team. Report
Coordinators: Steven Zahniser and John Link. Section Coordinators. Karen Ackerman
(Anima and Plant Health Inspection Service [APHIS|—fruits, vegetables, sugar),
William Hahn (livestock, animal products), and Linwood Hoffman (grains, oilseeds,
cotton). Contributors. Karen Ackerman (selected fruits, sugar), Ed Allen (feed grains,
wheat), Mark Ash (oilseeds), Chris Bolling (investment), Samuel Calhoun (maps),
Linda Calvin (peaches), Nathan Childs (rice), Joseph Cooper (environment), Mildred
Haley (hogs, pork), William Hahn (cattle, beef, poultry, dairy products), William Hall
(Seaport Consultants—transportation), Karen Hamrick (employment), Andy Jerardo
(investment), John Link (policy developments, commodity overview), Gary Lucier
(vegetables), Stephen MacDonald (cotton, employment), Christopher McGath (invest-
ment data), Ledie A. Meyer (employment), Wesley Nimon (environment), Agnes
Perez (fruits), Paulette Perry (administrative assistance), Charles Plummer (potatoes),
Susan Pollack (orange juice), Agnes Prentice (list of abbreviations), Robert Skinner
(peanuts), Mark Smith (environment), Nydia Suarez (sugar), John Wainio (domestic
policies), and Steven Zahniser (policy developments, commodity overview, employ-
ment, selected fruits).

We gratefully acknowledge LIoyd Coonrod (Foreign Agricultural Service—FAS),
Praveen Dixit, John Dunmore, Carol Goodloe (Office of the Chief Economist—
OCE), Stephen Haley, Joy Harwood, Demcey Johnson, Janet Perry, Daniel Pick, Greg
Pompdli, Roger Mireles (FAS), and Justina Torry (FAS) for their feedback and
comments. In addition, some insights in this report were obtained through activities
funded by FAS's Emerging Market Program. Finally, specia thanks go to Curtis
Kooser (U.S. Department of Labor) and Mary May (U.S. Department of Commerce),
who provided data used in the employment section. Special thanks are extended to
Dana Rayl West and Wynnice Pointer-Napper for editoria and design assistance.
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